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< KEY ECONOMIC INDICATORS 


All Values in Millions SF Exchange Rate (Floating) 2)as of 3/31/76 
US $ 1.00 - SF 2.54 


1975(2) % Change 1976(3) 4 chang) 
over 1974 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 


GNP at Constant Prices - % Change 
Previous Years 

Indices: 
Industrial Production 5) (1963-100) 
Construction Cost Zurich (5) 

(Oct. 1966-100) 

Unemployed (indv. ) 
Unfilled Positions (indv.) 
Industrial Building Permits (units) 
Housing Permits (units) 
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MONEY AND PRICES 
Money Supply (M3) 
Bank Credit Outstanding (72 banks) 
Interest Rates (%): 
Central Bank Disc. 
Lombard Rate 
Yield on Conf. Bonds 
Three Month Money - Zurich 
Call Money Rates - Zurich 
Indices: 
Retail Sales(5)(Previous Year - 100) 
Consumer Price (Sept. 1966 - 100) 
Wholesale Price (1963 - 100) 
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BALANCE OF PAYMENTS AND TRADE 

Gold and Foreign Exchange Reserves 26,599 

Trade Deficit 838 

Balance of Payments (Current Account) 6,400 

Total Imports, CIF 34,268 
Imports from US 2,587 
US Share (4) 7.5 

Total Exports, FOB 33 ,430 
Exports to US 2,135 
US Share (%) 6.4 
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Main Imports from U.S.: Aircraft and parts, organic chemicals, electrical machinery, 
cereals, business machines (including electronic data processing equipment), precision 
instruments, silver and platinum, and motor vehicles and parts. 


1/ Average exchange rates per US$ 1.00: 1975 - SF 2.58; Jan.-Feb. 1976 - SF 2.59 
2/ All data end of year unless otherwise indicated 

3/ All data end of February unless otherwise indicated (* March 1976) 

4/ Over same period in 1975 

5/ Average annual 


Source: La Vie Economique 





SWITZERLAND 


SUMMARY 


As a result of the deepening; recession and an easins 

of inflationary pressures, the Swiss Government has re- 
moved its anti-inflation controls and has begun a program 
to stimulate the economy. Des»ite these efforts, however, 
business activity is expected to reinain depressed until 
the latter part of this year. The decline in domestic 
demand has snarply reduced the value of imports and Switzer- 
land is expected to have a large balance of payments 
surplus in 1976. ‘Tne 69 percent appreciation of the Swiss 
france against the dollar over tne vast five years has 
contributed to an increase in tne U.S. share of the Swiss 
import market. 





CURRENT ECONOMIC SITUATION AND ThenDS 
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Recession Plagues the Swiss SCOnoliy 


After twenty-five years of almost continuous economic 
expansion, Switzerland is experiencing a severe recession. 
For several years, until the latter part of 1974, the 
Swiss economy operated at peak capacity and full employ- 
ment. By the end of that year, nowever, the world-wide 
recession had curtailed foreign demand for Swiss exports, 
and the Government's anti-inflation policies had begun 
to slow the growth of domestic demand. During 1975, 
industrial production, capital investment, construction 
activity, and retail sales all dropped sharply. As a 
consequence, real GNP in 1975 fell 7 percent -- the 
largest drop recorded by any industrialized country 
Since the end of World War II. Most experts are vre- 
dicting that the decline in economic activity will reach 
bottom sometime in the middle of 1976, and recovery 
should besin by the end of the year. Real GNP will srow 
by a small amount in 1976 if it srows at all. By 1977, 
an economic upswing should be underway. ‘The strength of 
true recovery depends primarily on the rate of recovery 
in the other industrialized countries and the extent to 
which the competitive position of Swiss industry has 
been eroded by inflation and appreciation of the Swiss 
franc. 


Faced with slack demand at home and abroad, many Swiss 
firms have found it necessary to lay off workers. Sone 
companies have also besun working short weeks, According 
to Government statistics an estimated 1.2 percent of tine 
labor force was looking for work at the end of February 
1976. Although a further rise in the number of jobless 
is anticipated in the next few months, unemployment is 
not expected to become a iiajor problem and should stabilize 
in the second half of this year. Official statistics, 
however, understate the actual employment effects of the 
recession because they do not include those on short 

work weeks (currently estimated at 104,000, or about 3.7 
percent of the work force) nor do they take account of 
the approximately 100,000 foreij:sn workers who have left 
the country over the past year. 


Reflecting conditions in the labor market, wages, which 
rose 11-12 percent in 1974, went up only about 6-3 percent 
in 1975 and should increase even more slowly in 1976. 





bespite the decline in the number of foreisn workers 

the Gove Saat hs expected to continue to restrict tne 
issuance of new work verrits. Hopeiwiss vusinessi:en 
plannin;, to establis!) tuemselves in 3% .tzerland should 
cavefully investisate their chances obtaining; 2a work 
from cantonal labor authorities. 
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te Government's anti-inflation pro;ramn, the weneral 

in; of raw material prices, and ovpreciation of thre 

38 Prane since 1°71 have combined to produce a ranid 

phirattor: in the annual rate of inflation. From the 
oak year-to-year increase of 12.3 percent for consuner 
orices and 1¢.7 percent for wholesale prices reached caurin 
1974, tne annual rise of consumer prices was dowi to 3.0 
percent oy February 1970. In the same month, wnolesale 
prices were actually 3.5 pereent lower than the previous 
February. Jost Swiss economists are oredictins that the 
annual ineréase in consuner vrices will stay at uoout tne 
rebruary 1576 level turoughout this year. whe Governnent 
is determined to continue policies Girected towards kecpin,, 
the rate of inflation we Si: below that orevailins in Switger- 
land's major tradin:; partuers, garticularly Germany. 


Pi bew gwnr 3+ 4 a? Ta voays4t- es 
trade and Capital Movements 
LEGS ANG VAP EVAL MOVE YS 


Following the first revaiuation of tne swiss 
197i; the franc rose to a hizsh of SF 2.39 to the dollar ov; 
e February 1975 (up 50 vercent). Various actions by 
: Natvionsl bank (discussed velow), U.S. trade 
ana lower interest rates in Switzerland nave 
h the frane back cown to its present level of 
prox cimate ly SP 2.54 to the SERS Jetween May 1971 and 
e end of iiarch 1976 the franc ated by 69 verecnt 
azainst the dollar and about 56 ear relative to all 
tne currencies of the world (on a trade-weizhted basis). 


franc in May 


During; 1975, Switzerland's merchandise inports dropped 
2U.2 percent in value, while exports fell only 5.4 percent 
The Swiss trade deficit of Si 635 inillion was the smallest 
in twenty years. In the first two months of 1976, imports 
continued to decline (by 12.2 percent, Sonrores with the 
same period in 1975), while exports rose 1.2 percent. ‘he 
trade deficit in 1976 should be even small er than last 
yeer's 


Switzerland was one of the few non-oil producing countries 
to have a balance of vayments surplus on current account 
in 1974. ‘The surplus resulted from tne reduction in the 
trade deficit, from greatly increased income, from Swiss 





Se abroad and from other invisibles. xi 
Dlus on invisible transactions way not nave been 
iarze last year, the smaller trade deficit » 
qwuen sreatcr surplus on current account ‘ 

estimated at SOF 6.4 billion, or about $2.5 
For 1976, the current account surplus siiould 
ut tne same as in 1975. 


exchan? 1te fluctuations and the <seneral lack of 

al movements in Switzerland are very ward 
jlinary indications are toat net capital 
ere about the same es the $2900 million 

The volume and direction of capital 

be largely determined vy tae effective- 
she National isank's controls and the trend of 

t rates in otner countries. 
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Government and ational Eank teonomic Policies 


After two years of fishtin, inflation tnrouszh a fairly 
restrictive monetary volicy and tisht controls on the 
buildin: industry, the Government bean a pro sjramn of 
selective veflation in early 1975. first, all restrictions 
on construction were lifted move was followed by 
other cCovernnent actior Sis to wrovice easier credit 
terus for tne buildin: and export a es to »rovide 
subsidies for low-cost housing, and to increase public 
sector investments in construction. In addition to special 
eredgit facilities, tne vovernment's export ris: suarantee 
proesran was expanded to help watch and textile exports 
which have been particularly nard hit by the appreciation 
of tne fraiic. ‘These efforts have ned little or no ismecaiate 
stinmulative effect as yet. No real recovery in vuiliding 
activity, waiiech declined about 25 percent in 1975, can be 
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expectca until 1977. 


In response to accelerated denanad for frances, the National 
Bank resumed intervention in the foreijsn exchans;e market 
in — 1975. Sy the end of the year, the bank's 
int vention had totaled over $4.3 billion, of which some 
reexported through the reauired conversion 
into foreicn >xchanze at the National 

ne tacks: which is an addition to domestic 
iad tat. ty, and an easing of the Bank's monetary volicies 
causec & considerable decline in interest rates. In other 
efforts to inake the frane less attractive to forei;;ners, 
tne Bank has also prohibited interest dayments on franc 
accounts neld by nonresidents; imposed a negative interest 
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rate (currently 10 percent per quarter) on &@11 nonresident 
deposits in excess of St 100,000 made after October 351, 
1974; and placed increasingly strict controls on forward 
foreign exchanze transactions. From the end of 1974 to 
the end of 1975, the money supply (M1) increased 6.5 percent, 
or slightly more than the 6 vercent tarset set by the 
National Bank. ‘The Bank has announced that it again clans 
to let Ml grow by about 6 percent tnis “year, which is 
intended to finance economic recovery without inflation. 
Bank spokesmen nave stressed, however, that monetary 
controls will be tishtened at the first sisn of renewed 
inflationary pressures. 


The Government's orosrams to stimulate the economy are 
wroducins growins budzetary deficits. hinor increases ii 
income and sales taxes approved by public referendum last 
June will not orovide enough new revenues to match the 
projected growth of expenditures. ‘The Federal budret is 
expected to be in deficit at least until the introduction 
of a value-added tax planned for October 1977. 


LICATIONS FOR THE UNITED SYATES 


— trade with the United States in 1975 reflectea 
of two dollar devaluations and the aporeciation 
" each. The value of Swiss imports from the U.S. 
durin:: the year fell at a much slower rate than the de- 
cline in total imports, and the U.S. share of Swiss imports 
rose from 6,5 percent in 1974 to 7.5 sercent in 1975. 
Swiss exports to the U.S., on the other hand, dropoed at a 
much faster rate than the contraction il) total exoorts. 
In the first two months of 1976, however, the trend was 
reversed and Swiss imports from the U.S. fell more than 
total imports, and exports to tne U.S. rose ore rapidly. 


Wonoprice factors are also very inportant in determinins 
tne competitiveness of U.S. products. Many Swiss iimpor- 
ters complain about tne lack of continuity of supply fron 
the U.S., poor aftersales service, and touszh credit terms. 
Establishing and maintainins a position in the Swiss 
market required (1) a sustained interest in the market, 
(2) close attention to yuality control, (3) financial 
supvort of the azent/distributor for promotional activi- 
ties, (4) observance of local cormerciaél practices, and 
(5) compliance with local rules, custoris and oreferences. 





Industrial products with good market potential in Switzere- 
land include pollution control instrumentation and equinp- 
ment, process control instrumentation, industrial and 
commercial security equipment, business machines and a 
wide variety of sophisticated electronic equipments. More 
details on the sales potential of these products are 
orovided in a report entitled "est Prospects" for Switzer- 
land (Sern A-191, September 5, 1975) which can be obtained 
through the Department of Commerce or one of its district 
offices. Other Hinmbassy renorts which may be obtained 
throush the Derartment of Commerce include: iarket Po- 
tential for American Consumer Goods (Sern A=-324, 

Novenber 25, 1574), Power Equipment (nern A-284, October 
1, 1974), Laboratory and Scientific Instruments (Bern 
A-O43, March 11, 1976), and Industrial Machinery and 
Squipment (Sern A-065, March 27, 1975). In addition, 
iInarket research on sales prospects for U.S. avionics 
equipment was performed for the Devartment of Commerce 

in autumn of 1974, and on business equipment and systems 
in July 1975, and a report on the prosyects for U.S. 
laboratory eduivment was sent to tne Department under 

Bern A-105, liay 26, 1975. 


U.S. GOVERNMENT PRINTING OFFICE: 1976—210-946/129 3-1 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 





